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COMMISSIONERS 
Susan Bitter Smith, Chairman 
Bob Stump 

Tom Forese 
Doug Little 

In the matter of the Application of EPCOR Water 
Arizona, Inc., for a determination of the current fair 
value of its utility plant and property and for increases 
in its rates and charges for utility service by its 
Mohave Water District, Paradise Valley Water District, 
Sun City Water District, Tubac Water District, and 
Mohave Wastewater District. 

Bob Burns I _  

Docket No. WS-O1303A-14-0010 

9 March 2015 

Notice of Filing a 

Testimony Summary 

by 
Marshall Magruder 

Due to travel and other commitments, I am unable to present an Opening Comments on 

this date. I have attached a Testimony Summary that contains what I would use for my Opening 

Comments. 

I have been scheduled to give my oral testimony and receive cros- examination on 

March 23, 2015. 

RESPECTFULLY SUBMITTED on this 9th day of March 2015. 
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Service List 

Original and 18 copies of the foregoing are filed by hand delivery this date: 

Docket Control (1 8 copies) 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007-2927 

Dwight Nodes, Assistant Chief Administrative 
Judge, Hearing Division 

Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Commissioner’s Aides (1 copy each) 

Additional Distribution filed by email this date: 

Thomas C. Campbell 
Michael T. Hallam 

Lewis Roca Rothgerber 
210 East Washington Street 
Phoenix, AZ 85004 
tcampbel@irrlaw.com 
__ mhallam@irrlaw.com 

Attorneys for EPCOR Water Arizona, Inc. 

Daniel W. Pozefsky, Chief Counsel 
Residential Utility Consumer Office (RUCO) 
1 1 10 West Washington Street, Suite 220 
Phoenix, Arizona 85007-2958 
@ozefsky@azruco.gov 

Richard Bohman, President 
Jim Patterson 
Santa Cruz Citizens Council 
PO Box 1501 

Tubac, AZ 85646 
rtbnmbaz@aol .com 
jampat@q.com 

Greg Petterson 
Water Utility Association of Arizona 
916 W. Adams, Suite 3 
Phoenix, AZ 85007 
Epatterson3@cox.net 

Delman E. Eastes 
2042 E. Sandtrap Lane 
Fort Mohave, AZ 86426 
Delman Eastes@yahoo.com 

Janice Alward, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Andrew Miller, Town Attorney 
Town of Paradise Valley 
6401 East Lincoln Drive 
Paradise Valley, AZ 85253-4328 
amiller@paradisevalleyaz~ov 

Robert Metli 
Munger Chadwick 
2398 E. Camelback Rd, Suite 240 
Phoenix, AZ 8501 6 
Attorneys for Sanctuary Camelback Mountain 

Resort & Spa, JW Marriott Camelback Inn, and 
Omni Scottsdale Resort & Spa at Montelucia 
rjmetli@mungerchadwick.com 

Albert E. Gervenack 
14751 West Buttonwood Drive 
Sun City West, AZ 85375 
aqet-venack@brnLn@ 

William F. Bennett, Legal Counsel 
Paradise Valley Country Club 
7101 N. Tatum Boulevard 
Paradise Valley, AZ 85253 
BBennett@ bcklaw.org 

Jim Stark, President 
Greg Eisert 
Sun City Home Owners Association (SCHOA) 
10401 West Coggins Drive 
Sun City, AZ 85353 
gregeisert@gmail.com 
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TESTIMONY SUMMARY 
for 

Marshall Magruder 

I am an individual intervening party, representing myself. I am here to uphold the Arizona State 
Constitution. Its Title XV, Section 12, states: 

“Charges for service; discrimination; free or reduced rate transportation 

“Section 72. All charges made for service rendered, or to be rendered, by 
public service corporations within this state shall be just and reasonable, 
and no discrimination in charges, service, or facilities shall be made 
between persons or places for rendering a like and contemporaneous 
service, 2’ [Emphasis added] 

In the “last” rate case, Commission Order No. 71410 (p. 78) ordered the company to propose to 
consolidate in ALL its water and wastewater “districts” in the “next rate case” and to conduct 
informative town-hall meetings. The Company has NOT complied, nor has this Order been revoked. 

First, the company wants to consolidate its charges and has made this very clear in an ongoing 
wastewater rate case with all its rational applicable to Section 12. I use the term “combine” since 
there is much misinformed opposition to the term “consolidate.” The company itself is consolidated 
throughout except for financial accounting for old water company acquisitions. I t  is noted that all 
Arizona electric, natural gas and communications companies have consolidated statewide rates. 

Second, EPCOR is one company with water and wastewater services. Tubac uses only its water 
services in one of its many service areas. There are some 185,000 EPCOR customers with less than 
600 in the Tubac service area. Because our service area is small, almost any significant cost has a 
much greater impact on our rates when compared to larger areas, some over 25,000 customers. 

Third, these water service areas exist because a half-century ago, Citizens Utilities acquired many 
smaller water companies but has never combined their rates. Each service area is maintained as a 
“profit center.” This means each service area is required to have its revenue, derived from its 
ratepayers, to always exceed its expenses for a positive Rate of Return. This has made all the smaller 
service areas rates yo-yo much higher than the larger areas with resultant “rate shock after rate 
cases. Our Constitution says rates shall not discriminate between “persons or places.” They now do. 

Fourth, the company has not adjusted the way it collects rates over the years, and just keeps rolling 
along and letting these rate differences between service areas widen evermore. Each area is a profit 
center as rates are not combined. Each area MUST make a profit for the company so we now see 
extreme divergences in the present rates. For example, the first 1,000 gallons of water now cost a 
small residential customer less than $0.73 in Sun City but costs $1.90 in Tubac, $0.88 in Mohave, 
and $1.05 in Paradise Valley. Why? This results in wide service area differences in the present rates. 

These rate differences (or discrimination) were proposed to separate even more in the service areas 

Sun City to $0.78, an increase of 5 cents 
Mohave to $1.55, an increase of 67 cents 
Paradise Valley to $1.41, an increase of 35 cents 
Tubac to $5.33, an increase of 343 cents, so rate differences will continue to diverge. 



Lets look at the present and proposed cost for one thousand gallons in each service area. For a 
typical median customer, where consumption is when 50% use more and 50% use less water we see 

I 

Tubac at 5,000 gallons, present cost is $3.00, proposed is $6.83, a $3.83 increase 
Sun City at 6,000 gallons, present cost is $1.36, proposed is $1.66, a 30 cent increase 
Paradise Valley at 10,000 gallons, present cost is $1.25, proposed is $1.36, a 2 1  cent increase, 
Mohave at 5,000 gallons, present cost is $1.84, proposed is $2.50, a 64 cent increase. 

The highest proposed commodity rates for small residential customers in Tubac is $10.81/1000 
gallons when consumption exceeds 20,000 gallons. The next highest, Paradise Valley, when using 
over 80,000 gallons is $3.50/1000 gallons, a $7.31 difference, for using over 4 times more water. 

During the course of this case, these rates have decreased but these rate design differences continue. 

Do these examples, from many, just reasonable? NO. 
Do they discriminate between locations? YES. 

My other two issues are related to the first, once rates are combined company-wide. 

There are rate “tiers” or steps when the cost of water increases at a breakpoint. I propose that the 
First or lowest tier be for the first few thousand gallons with cost about $1.00 per 1,000 gallons. This 
is for ALL residential and business customers. This low rate First Tier provides a ‘lifeline’ for all 
customers, especially the lower income customers. This embeds a low-income relief solution without 
needing a presently dysfunctional, costly, and ineffective low-income proposal. Also, Service Charges 
should be low, as feasible, for all smaller metered customers, including commercial customers. 

The higher rate tiers will require increased costs to meet the company’s required revenue and is also 
am effective means to conserve water. There should be at least five residential and commercial 
Tiers, so that customers can see an achievable “break point” as a goal for reducing their water costs, 
just like tax rate brackets do when considering income tax rates. 

All service areas in this case used LESS water per customer than in their last rate case. Why? One 
significant factor is because the rates increased so much the last time. Many dug wells to avoid it. 

I am looking at the big picture, not just Tubac, the worst example of rate differences. I recommend 
combine rates, establish a low First Tier rate with at least five Tiers and use higher rates as use 
increases while meeting the company’s revenue needs, rates are considerably lower in most areas. 
Future rate cases will be less complex, rate shock vanishes and the company more efficient. 

Again, why does one place now pay $1.90 for the same service when others pay less than $1.00 for 
the same 1,000 gallons? The company proposed for Tubac to pay $10.61 when over 20,001 gallons 
while Paradise Valley would pays $2.39 at 20,001 gallons. Why? So a small profit center made profit. 

Only through a company-wide rate structure can the company comply with Section 12 and to 
accomplishing this, lower-income rates can be achieved with a low First Tier and Service Charge. 

My Direct and Surrebuttal Testimonies contain more details than this brief summary. I expect to 
present my case on March 23 to explain my testimonies and to receive cross-examination. 


